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The Trend of Business 


UGUST business and industrial statistics afford un- 
mistakable evidence of expanding activity along a 
broader front. The usual end-of-the-summer slump did not 
occur in many important lines of activity, and in other 
lines, the August declines were considerably less than sea- 
sonal. September reports thus far available indicate con- 
tinued expansion and all factors point to moderate steady 
gains through the rest of 1935. Not the least important 
among the factors contributing to the present upward 
trend is the broadening confidence of business men in the 
prospect for expansion in the immediate future. The 
movement towards replacement of machinery seems to be 
gaining momentum. The widespread interest in the recent 
Machine Tool Builders show in Cleveland and the reported 
sale of more than $5,000,000 worth of new equipment is 
concrete evidence of this movement in the heavy goods 
industries. Business observers generally are of the opin- 
ion that “factors which contribute to business confidence 
are more numerous today than at any time in several 
years.” 

The August statistics of business activity afford sub- 
stantial foundation for this confidence. Steel ingot pro- 
duction rose sharply. There was a further advance in 
the value of construction contracts awarded. Department 
store sales exceeded the high level of July and were 4 per 
cent above the same month last year. There was appar- 
ently a gain in factory employment and payrolls. In Ohio 
the gain in manufacturing employment in August 
amounted to 1 per cent in contrast with the usual seasonal 
decline of 2 per cent. The August decline in new pass- 
enger automobile sales was surprisingly small in view of 
the eminence of new models. Retail sales of General Mo- 
tors adjusted for seasonal variation were higher in Aug- 
ust than in any previous month since November, 1929, 
with the exception of one abnormally high month. Freight 
car loadings in August averaged 6 per cent above July 
and were 4 per cent above the same month last year. 

The average daily rate of pig iron production in August 
was 16 per cent above July and 67 per cent above the 
same month last year. The August gain was contra- 
seasonal. August has averaged a decline of 8 per cent 
from July during the past five-year period. The average 
daily rate of steel production gained 24 per cent in August 
in contrast with the usual seasonal decline of 9 per cent 
and was 111 per cent ahead of August, 1934. August 
operations averaged 48.7 per cent of capacity. At the 
end of the first week in September, operations had in- 
creased to 50.5 per cent of capacity, and by the end of 
the second week, to 52.5 per cent, the highest rate since 
the second week in February. Operations in the Cleve- 
land-Lorain district in the middle of September were at 
the rate of 66 per cent of capacity, and in the Ohio river 
district, 70 per cent of capacity. The unexpected August 
advance in steel operations was due primarily to expansion 
in miscellaneous demand, due in part to improved farmer 


buying power which has kept farm equipment and tractor 
plants operating at high rates, but to an increasing degree 
to orders from industrial areas representing primarily 
deferred replacement demand. It is expected that the 
automobile steel demand will support the higher level of 
operations throughout the rest of the current year. The 
railroads and the building industry have contributed little 
to the recent expansion in steel activity. 

The August upswing in business activity was not accom- 
panied by any appreciable change in prices although the 
tendency was upward rather than downward. The 1 per 
cent rise in wholesale commodity prices in August was no 
greater than the usual seasonal increase, and the level of 
commodity prices at wholesale was only 4 per cent above 
August of last year. The August increase in retail food 
prices was less than 1 per cent—slightly less than the 
usual seasonal increase—and for the country as a whole, 
retail food prices in August were only 9 per cent above 
August, 1934. Department store prices in August moved 
up only 1 per cent and were 2 per cent under the same 
month last year, while the cost of living, as estimated by 
the National Industrial Conference Board remained prac- 
tically unchanged in July from June at about 4 per cent 
above the July, 1934, level. Prices in the iron and steel 
field for the month averaged no change from July although 
there was a rising tendency towards the close of the month. 
Steel scrap prices increased 12 per cent in August from 
July and 21 per cent from August, 1934. 

The letting of public works and utilities contracts in- 
creased the total value of contracts awarded in August. 
The total was 2 per cent above July and 40 per cent above 
last August. Building construction, however, continues to 
lag. Contracts for this type of construction in August 
dropped 10 per cent from July. Residential construction 
dropped 19 per cent. In spite of the August drop in build- 
ing construction, the August total was substantially ahead 
of the same month last year—total building construction 
by 48 per cent and residential construction by 117 per cent. 

There was some slight indication of expansion in bank 
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CHART I TABLE I—SUMMARY OF U. S. BUSINESS STATISTICS 
BUSINESS CONDITIONS IN THE UNITED STATES wi 


Bank Debits*—U. 

side N. Y. City, 9/11/35... 
Auto Production® 9/7/35. ... 
Elec. Power Prod.* 9/7/85.» 
Freight Car Load.® 9/7/35. . 
No. Com. Failures*® 9/5/35... 1 852'— 12 


Indices of Employment and Payrolls’—July, 1935. 1926—100 


Manuf. U.S.. | 80 | oe | 1 it + 2 
Business Activity Manuf. Payrolls, U 65 
Average Weekly-Adjusted 
for Seasonal Variation 


(Estimated Normal 100) Indices of Store Sales*—Aug., 1935. 1923-25—100 


° 62 58 7 11 4 
Cleveland Fed. Res. Dist. .. 60 | 57 wit i+ 


Indices of Prices and Cost of Living 


Aug., | 1935 
Wholesale Commodity 
(1923-25 €q Prices? 1926=100 80.38 79.4,/+ 1 
Ret. Food Prices? .1926=100 76.2 75.9) 
Department Stores Price 
Index®. . .Jan., 1931=100 85.7 85.2 
July, | 1935 
Cost of Living?®. 1928=100 82.6 82.7 
Manufacturing 


(1923-25 equals Iron and Steel Conditions!1— 


Composite Prices : 
Finished Steel (per Ib.) ..| $ .0212 0 
Pig Iron (per ton) 17.84 0 
Heavy — Scrap 

12.25 + 2 
8 
9 


(per ton) 
Pig Iron Prod. ( Av. Da_t’ns! 56,816 
teel. Prod. (Av. Da.—tons) | 108,128} 87,316 
Shin. of Fin. Steel Prod.— 
(U.S. Steel Corp.—tons) . | 624,497 | 547,794 — 


Construction Contracts Awarded—37 Eastern States!*—August, 


6 
12 
7 


Residential 
Pub. Works and Utilities. . 


Federal Reserve Items*—September 4, 


Federal Reserve Banks : 
Invest. U.S. Gov. Secur. .. .21$2,480.3 
Bi'ls Bought in Onen Mkt. 4 4.7 
Banks Rediscount. 


t 
Reporting Member Banks: 
Loans on Securities... .. 
Loans—All Others 
Invest. U.S. Gov. Secur.. 
Investments—All Others. 
Reserve with F. R. Bank. 


Net Demand Deposits. . .. 
Time Depos 


g 


2 


+11 


o aRSo 


++ 
++ 1 + 


+1 | 


+4++++1 | 


a 
++ 


| [++4+++1 | 


| 
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Money in Circulation. . J 5,550 
Monetary Gold Stock. . 9,209 9,158 


Interest Rates!*—September 13, 1935 
Call Money—Range 0 — |— 7% 
Time Money (60-99 Days) . Y% 1 0 — |— 72 
Com. Paper (4-6 Months) . 1% 0 —! 0 


Indices of Stock and Bond Prices!‘—September 11, 1935 
Stoeks— 1926 Aver.—100 


jon 
£6 equals 37 Utilities 


Bonds—$ rer $100 Bond: 
Bonds 


Revised. Less than 1.0% change. 1Four-week average. Estimated 
normal — 100. Source: The Annalist. *In millions of dollars. Source: 
Federal Reserve Board. *Number of cars. Source: Cram’s Automotive 
Reports. ‘Millions of kilowatt hours. Source: The Edison Electric In- 
stitute. ®5Thousands of cars. Source: American Railway Association. 
Source: Dun-Bradstreet. ™Source: U.S. Department of Labor. *Source: 

: : rst of each month is trea ere as representing conditions for 
2235252393388 previous month. 1°Souree: The National Industrial Conference 
yous 11Source: Iron Age, and The American Iron and Steel Institute 
13Average value in thousands of dol W. 
Corporation. 1®Source: New York Times. Source: Standard 


Index Yr.to 
a 
320 Weekly Business Indices—Four-Week Totals Ended on Indicated Dates 
| Stock Prices Business Activity—N. Y. %\| &) % 
= (Standard Statistics average Times Index! 9/7/85..... 87.7 86.2 | + — | + 5 
+ 1 8 1922. 
+ 1 9| + 12 1928. 
J = 1980. 
a 
934. 
Total Construction........ | 6.242.9| 6,125.3|+ 2|— + 40|— 6 
1935 
| 
(Unadjusted Index, 1923-25 equals 100) on 85 1922 
40 852 860 2 
cour 
421 Combined.......... 86.4 82.0|+ 5 — |+ 32 1 
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Ohio State Bank Ratios, 1920-1935 


ANKING events of the past few years have created 
an increased interest on the part of depositors, stock- 
holders, and the general public in methods of analyzing the 
financial condition of banks. The purpose of this article is 
to explain the meaning of some fundamental ratios and 
analyze the trend of these ratios for all the state banks 
of Ohio since 1920. 
Ratios computed for a large group of similar banks are 


TABLE II—THE TREND OF SELECTED ASSET AND LIABILITY ITEMS AND OF SIGNIFICANT RATIOS FOR OHIO STATE 


to capital, surplus, and undivided profits. These are what 
may be called investing-policy and earning-power ratios. 
They indicate how the bank’s management has allocated 
various funds among the earning assets, and if enough 
detail on the earning assets is given, some judgment can 
be formed about earning power. 

Reference to Table II shows a noticeable shift in the 
composition of the earning assets of Ohio state banks. 


BANKS, 1920-1935 


Source: Computed from Annual Reports of the Division of Banks, State of Ohio. (000 Omitted.) 


Earning Gross Total on Real 
Year Assets‘) Deposits‘ Loans Estate 


Cash Capital 
Total | Demand | Surplus and 
Bonds Fixtures Banks Deposits“ Undivided 


Profits 


Q) (2) (8) (4) 


(5) (6) (D) (8) (9) 


$1,073,402 $1,076,475 $ 784,906 $ 260,590 
933 278,969 


$ 168,776 $ 134,015 
963 


Profi 

Col. 5 + (Col. 4 + (Col. 1 + (Col. 7 = (Col. 8 = (Col. 6 (Col. 2 + (Col. 3 + 

Col. 1) Col. 3) Col. 2) Col. 2) Col. 2) Col. 9) Col. 9) Col. 9) 
1920...... 73.1 26.1 33.2 99.7 15.7 42.0 21.4 8.0 5.9 
es 75.6 23.4 29.9 105.7 14.7 44.3 21.8 7.0 5.6 
75.8 23.0 33.1 100.1 15.2 45.0 22.0 6.8 5.2 
1928...... 75.9 22.5 33.9 99.5 14.5 45.5 21.2 1A 5.6 
1924...... 75.9 22.9 36.9 97.4 15.6 44.0 28.6 7.6 5.6 
1925...... 77.2 21.8 38.3 97.9 14.6 44.7 29.6 7.8 { 5.9 
1986...... 77.8 21.3 38.8 98.1 15.0 43.0 30.8 7.9 | 6.0 
1927...... 76.9 22.1 37.4 98.8 14.6 43.5 29.9 | 7.9 6.0 
1928...... 76.7 22.2 38.4 98.1 16.0 41.4 29.6 H 7.8 5.9 
ee 17.8 21.1 36.4 101.3 14.7 43.3 27.5 7.0 5.5 
1980...... 75.9 22.7 38.5 98.2 16.0 41.3 29.1 | 71 5.3 
ee 72.5 25.7 42.8 103.3 15.2 39.3 28.6 | 6.5 4.8 
1982...... 70.2 27.0 46.0 104.3 15.8 37.7 31.6 | 6.3 4.6 
1938...... 64.5 32.5 53.1 95.7 18.5 36.3 28.0 6.3 3.9 
1984...... 54.6 42.1 52.1 90.2 23.8 41.4 25.3 6.7 3.3 
1935...... 54.5 42.1 54.0 89.2 25.3 41.7 23.5 6.5 3.2 


‘® For the period 1920-27, fiscal year ended June 30; for the period 1928-34, fiscal year ended December 31; for 1935, as of June 29. 


©) Includes: Loans on real estate, Other loans and discounts, United States, state, county, and municipal bonds, Other bonds and securities, Fed- 


eral Reserve bank stock, Real estate other than banking house. 


©) Includes: Public funds, Individual deposits, Demand certificates, Other demand deposits, Due to bank, Time certificates, Savings deposits, Other 


time deposits. 


significant because there is no better way to get an average 
of the opinions of different bankers regarding the best 
course to follow than to observe what their average prac- 
tice is. It should be recognized, however, that a series of 
financial statements and ratios for an individual bank can- 
not tell the whole story. Ratios should be supplemented by 
other important factors not revealed by a bank statement, 
such as the character and ability of the officers and direc- 
tors, the liquidity of the loans, the adequacy and quality 
of the collateral behind the loans, the type of deposits, and 
local conditions. 

The first group of ratios to be considered is: total 
loans to earning assets, total bonds to earning assets, loans 
on real estate to total loans, earning assets to gross de- 
posits, demand deposits to gross deposits, and total loans 


‘ Includes: Public funds, Individual deposits, Demand certificates, Other demand deposits, Due to banks. 


During the period from 1920 to 1930, loans constituted 
over 75 per cent of the earning assets and bonds amounted 
to less than 25 per cent. By the middle of 1935, loans were 
only 54.5 per cent of earning assets and bonds had in- 
creased to 42.1 per cent of earning assets. It is evident 
that there has been a relatively greater decline in the vol- 
ume of loans than in the volume of bonds and that the 
investment function and government financing have be- 
come increasingly important in relation to the lending 
function. 

Further evidence that the banks have become less com- 
mercial than formerly is to be observed in the increasing 
proportion of real estate loans to total loans. For ex- 
ample, the ratio of real estate loans to total loans in- 


(Continued on Page 8) 


8 
8 
athe 
4 
| | 
1920...... $ 280,643 $ 28,801 
 — 290,133 36,333 
8g 1982...... 1,206,926 1,204,896 | 913,586 302,227 277,466 38,992 182,647 542,046 176,569 
12 eee 1,388,742 1,395,440 1,053,631 356,756 313,528 39,860 202,815 634,371 187,513 
1924...... 1,481,353 1,521,315 1,124,660 415,308 339,685 57,981 238,018 669,331 201,916 
8 1925...... 1,619,984 1,654,751 1,251,054 479,220 353,316 63,342 240,906 740,223 213,283 
i —— 1,698,833 1,731,010 1,321,224 512,492 362,088 67,448 258,902 744,187 218,976 
5 1927....-. 1,834,139 1,856,574 1,409,983 526,671 406,779 70,311 271,314 808,276 235,106 
at 1928 seem 1,937,559 1,974,128 1,486,897 571,506 431,292 76,221 316,731 816,413 253,279 
1929 seme 1,966,368 1,941,605 1,529,682 556,581 415,708 76,230 286,289 840,122 276,198 
= 1930 ee 1,885,111 1,919,384 | 1,431,431 550,587 429,799 79,035 306.736 791,873 270,705 
| ere 1,392,936 1,348,143 | 1,009,438 431,829 359,103 59,863 205,512 530,350 209,141 
1932 1,300,403 1,246,539 | 912,456 419,867 352,230 62,208 196,517 469,567 | 196,628 
1938...... 833,177 870,225 | 537,326 285,415 271,568 38,455 161,089 316,111 | 137,249 
1934 cen 867,932 962,316 474,154 247,239 365,844 36,585 228,785 398,400 144,084 
1985...... 902,161 1,010,907 | 491,864 265,407 379,536 36,007 256,267 422,081 153,474 
SIGNIFICANT BANKING Ratios 
Banking 
Cash and House and Total Loans 
Total Loans | Total Bonds | | DueBank | | Fixtures | ,Deposite | ‘to Capital, 
Y | Surpive ana | Surplus, and | Supine 
ear i ross urplus, an iwi ndiv 
Total Lonas Deposits Deposits Deposits Undivided Undivided Profits 
42 
16 
ated 
ree: 
tive 
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ion. 
ree: 
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the 
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CHART II-OHIO BUSINESS INDICATORS 


BY INDUSTRIAL GROUPS OTHER BUSINESS INDEXES 
(In Each Series, 1926 Average Equals 100) Index ar lage 


CINCINNATI. 
140 


120 


| 


Employment 


SV) 


Registrations 
(1928 equals 100) 


N 


AV. 


Debit» 


YOUNGSTOWN 


$2385 223522852335 23252225 


ND 
[= 
|= 
10 140 | 
| 
1929 1980 1931 1982 1933 1935 1929 1930 1931 1932 1988 1934 1935 
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Business Conditions in Ohio 


TABLE IV—SUMMARY OF BUSINESS STATISTICS FOR OHIO 


1Source: Actual registrations secured from the Cleveland Automobile 
Manufacturers’ and Dealers’ Association, Toledo Automotive Trades As- 
sociation, and Clerks of Courts. Counties included in tabulation: Cuya- 
hoga, Franklin, Hamilton, Lucas, Mahoning, Montgomery, and Summit. 


? Based on reports by R. L. Polk & Company, covering 48 states and 
District of Columbia. 


| 5-Yr. | Chg. | Yr.to 
NDUSTRIAL employment in August was substantially Lat- | Pre- | Chg. | Avg. | from | Date 
unchanged from July and was 3 per cent above August, Dem ‘Mo. 
1934. The relative stability of employment in August was 
in contrast with an average August decline of 2 per cent — 
during the past 5-year period and followed minor declines 
during the past 3 months. _The relative Stability in Aug- ALL INDUSTRIES 39 
ust was due entirely to a slight advance in manufacturing Teial Manufacturing (80s 90 1 2 : 
employment (1 per cent). Non-manufacturing employ- Food Products 4 
ment in August declined more than seasonally and was 901 161 + 
3 per cent below July and 4 per cent below August, 1934. Lumber Products (27)...... 67| 65 t 3 ¢ 2)+ 18/+ 8 
August but the August total was 23 per cent above August, 98} 8 2 5 
1934. As compared with the first 8 months of 1934, manu- 139| 135 6|— 1 
facturing employment gained 3 per cent and Material Hand 81 81)+ 12 
i i i 719 
turing employment, 1 per cent, while construction employ = 3| + 28) + 28 
ment declined 3 per cent. Six of the eleven major manu- pliances (87) .......... 84| 83 t 1j+ 1 + : t 8 
lumber products, machinery, stone, clay and glass prod- (81) 86 + 1 
ucts, and chemicals—reported employment increases in Plumbers’ Sup. (16). 6o| al4+ 6 
August. With the exception of the rubber products, food and | wl+ 
products, and vehicles groups, all year-to-date comparisons Sheet Metal Works | (16) ---| 102] 90|+4 12 1]/+ 5 0 
of employment in the manufacturing groups showed ad- Mills (8) ......-...--..| 108| 104 t ty sltslts 
F Sto d Fu 6 147} 140 
The 23 per cent decline in new passenger automobile Paper and Printing (46).. 110} 112);— 1 o}+ 1 2 
sales in August from July was greater than seasonal but Paper. Ine. Stationery (9) 3 
Miscell _ 07 
the August total was 8 per cent above the same month last + : 3 3 
year. The 7 per cent decline in bank debits in August Tires and Tubes (10)..... 80; sz|— 8/— 2]/— 4/— 1 
was less than seasonal and the total for the month was 94) 108)— 4)—11/— 2 
ices were uct8 (58) 92} 91 
17 per cent above August, 1934. Retail food prices were and + t 10 + 
unchanged in August from July and wer 14 per cent above §=—_ Glass (7) ...........---.. 273) 278|— 8/+ 17 
August, 1934. The value of construction contracts awarded Vitreous 
in July increased substantially both as compared with aneous i 1 
June and with July, 1934. Men’s Clothing (12)......| 1 126 + 
Room occupancy in Ohio hotels, at 51 per cent of ca- vane 19 + 
pacity in August, represented a slight increase from July. Autos and Parts (22).. 93} 104/—10;— 6]/— 7/— 2 
There was a slight decline in the rate per occupied room aa | a ale + 133 tH 
in August, so that room receipts were substantially the Misc. Manufacturing (82)...| 109/ 109 0 1}+ 6}/+ 12 
Non-Manufacturing (67)...... 76 4/+ 1 
same as in the previous month although 12 per cent great- Service (29) ..........e.e05 98}; 94/— 1]/— 21+ 21— 1 
ugust drop per cent from July but were 17 per cen “Gener ral — 8/+ 3 
ahead of August, 1934. Gross cash agricultural income in (1. 118| 18 t 
the State increased 7 per cent in August from July and Miscellaneous (38) 50; 7 
22 per cent from August of last year. Hotel Business—Aug., 1935.1 1929 Average Daily Value—100 
Per Cent of Rooms Occupied... | 51% | 50%|+ 4/+ 14]+ 10 
Aver. Rate Per Occupied Room. | $2.34 | $2.35};— 1/+ 2}/— 1/— 2 
TABLE III—NEW PASSENGER AUTOMOBILE BILL-OF-SALE 
REGISTRATIONS laden of Food sit as 
Seven Major Ohio Counties? U. S.? Index of Gross Cash Agr. Income*—Aug., 1935. 1924-28 Average—100 
Make of Number of | Change | Change P Per 70 11|— 4 63 54 
Car Cars ug., | Cent of | Cent of | Cent of 70 81}— 9 3) + 22 
1935 1935 otal | Total | Total 119} 103)+ 4 
from from Aug., | July, | July, Poultry and Mess... ese 68 66;+ 3 t 71+ 39 tf 43 
July, | Aug.| Ju'y, 1935 1935 1985 Potatoes........... 76 6| @ 469|— 6|— 15 
1935 | 1935 | 1935 at: 78| 78 o}—11/— 7|/—16 
Chevrolet... | 2,015|1,896|; — 6]|— 4 25.5 20.9 25.0 Other Ohio Business Indicators. 1926 Average—100 
Sole 2,729|1,784| — 35 | + 8 | 240 | 28.8 
Plymouth... | 1,459/1,046| — 28 | — 27 141 15.1 | 143 Index of Aug., | 1935 
ERO 698 ==. 19 + 72 2.7 1.8 6.6 Bank Debits®............ 6 65;— 7 |— 12 17 16 
Pontiac..... 612} 482) — 21 90 6.5 6.4 Retail Food Prices‘....... 78 %2); oj; — 14| +1 
Oldsmobile.. | 623| 365| — 41 : 10 4.9 6.5 5.5 Number of New Car Bills of 
erraplane..| 232| 269| — 10 17 2.8 2.4 1.9 iled :¢ 
rysier.... | 191| 147| — 28 18 2.0 2.0 1.6 Passenger Cars.......... 12,479 | 16,155|—23 | —12/+4+ 8} — 
Buick....... 202] 1386; — 38 | — 37 1.8 2.1 2.3 ,729| 1,815/,—5 | — 
tee 141] 130] — 8 + 83 1.7 1.5 11 Index of July, | 1935 
Packard. .... 129; + 1 381 1.7 1.8 1.5 Value of Construction 
Studebaker..| 107} 108; — 4 | — 18 1 11 14 Contracts Awarded’.... 43 32 | +35 t 2|+113|+ 2 
Hudson..... 96 1%; — 21 | — 860 1.0 1.0 0.7 Power Production®....... 130 130 0 2\+ 8 + 
Graham..... 86] 71) — 17 9 1.0 0.9 0.6 Wholesale Grocery Sales? 76 |— 16/+ 6 
Lafayette. . 70] + 30 52 1.0 0.6 0.7 Whsle. Groc. Food Prices? 80} 0 0 
Failures: 
Group Total. | 9,374 | 7,221 23 _ 41 54|—13*| — 0 | —55* 
All Others 2 215 14 2.9 2.6 Liabilities (thous. of Boi.) 1,043.8 | 1,177.1] —11 | — |— 12] 
GRaNnp Torat. | 9,625 | 7,486] — 23 | + 3 | 100.0 | 100.0 | 100.0 Revised. *Change in number of failures. ‘ Over 1000 per cent in- 


crease. 14Based on reports from individual cooperators. * 
rerenthes’s ‘sd'eate the of revorting firms in August, 1985. 
%Souce: Department of Rural Ohio State University. 
‘Source: U. S. B istics. daily value. Source 


ureau of Labor Stat; Average 
Federa! Reserve Board. *Source: Clerk of fon of 60 Ohio Counties. 
7 Average . Source: A Corp. Uv. Geo- 


6 
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TABLE V 
BUSINESS CONDITIONS IN THE CHIEF OHIO CITIES 
(In all indices, 1926 Average = 100) 
6-Yr. | Chg. | Yr.to 5-Yr. | Chg. | Yr.to 
Lat- | Pre- | Chg. | Avg. | from | Date Lat- | Pre- | Chg. | Avg. | from | Date 
est | vious| from | Chg. | Same | Chg. est | vious| from | Chg. | Same | Chg, 
Item Data | Mo. | Prev. | from Mo. from Item Data | Mo. | Prev. | from | Mo. from 
(x) Mo. Prev. | Last Last (x) Mo. Prev. | Last Last 
Mo. Year | Year Mo. | Year | Year 
AKRON DAYTON 
Employment Indices: ‘—_m 1935 % % % % Emp!oyment Indices : Aug., | 1935 % % % % 

All Industries (35)+... 83 8 2i— 1 All Industries (49)...... 109 106 T|— 4 

Manufacturing (22). 82 8 |— |— 1 Manufacturing (30).... 112; 111 8 |— 9 |— 6 

Non-Manufacturing (3) 53 8 i— 1i— 1 Non-Manufacturing (6) 106 97 8 0 4 4 

Construction (10)...... 63 45|/+ 389 |— 11 |+ 67 |— 5 Construction (13)..... 8 10 |— 38 59 8 
Number of New Car Bills Number of New Car Bills 

of Sale Filed: of Sale Filed: 

Passenger Cars....... 689 | 1010; 382 |— 21 |— 14 |+ 10 cial Fai 
92 3 1 Passenger Cars....... 548| 642|;— 15 |— 17 | + 22 33 
Bank Debits Index**...... 49 |+ 8 |+ 10 ks... eee 55 79|— 30 — 18 1 
Commereial Failures: July, | 1935 Debits Index**...... 50 18 |— 16 | + 17 26 
we 1 4|— — 1* t 8* 3 2 1*| — |— 

Liabilities (Thous. Dol.) . 3.0} 55.1|— 95 — |— % 19 Liabilities (Thous. Dol.) .| 55.2 5.5 | +903 — + 90 |— 8 

Industrial Power Industrial Power July, | 1935 

Consumption Index**. .. 4 6 |—15 |— 2 Consumption Index**... 181; 184;— 2 |— 5 |— 7 71 
Building Occupancy Index. | 121.5 | 128.4|—1.6 |—15 |+138 | +21 Value of Construction Con- 

Valueof Construction Con- tracts Awarded Index** . 18 19|— 34 |+ 11 |— 57 |— 

tracts Awarded Index**.. 19 9 |— 12 | +155 | + 21 

TOLEDO 
CANTON (Stark County) 
Employment Indices : Aug., | 1935 
Indices : Aug., | 1935 All Industries (39)..... 105; 3 |— 8 2i+ 6 

All Industries (31)..... 80 4 1i+ 2 Manufacturing (30).... 121 125;— 3 \|— 4 71+ 10 

(28). 85 6 4 Non-Manufacturing (3) . 72 3 9 

Non-Manufacturing (3) 72 69;+ 4|;— 1|i— 5 |— 8 Number of New Car Bills 

Construction (5)....... 34 65);— 39 |— 2 |— 44 |— 18 of Sale Filed 
Number of New Car Bills 982 | 1,194| — 22 19 27 

of Sale Filed: 105|— 17 + 23 42 

Passenger Cars....... — 16 Bank Debits Index**. 42 41/+ 3 |— + 6 8 
Bank Debits Index**...... 59 4]—11 |+ 24 8  Number............... 0 — — 5*|— 18 
Commercial! Failures : Liabitities (hous. Dol.) . 35.0} —100 —100 |— 7 
2}+ 24; — 3*|— 2* Industrial Power July, | 1935 
Liabilities (Thous. Dol.) | 7 22 |— 10 Consumption Index**...| 153) 156;— 2 |— 1 /|+ 15 | + 16 
uly, | 1935 Value of Construction Con- 
Building Occupancy Index. | 104.0 | 104.2}; —0.2 | —1.6 |+2.9 |+19 tracts Awarded Index**. 10 15|— 38 |+ 94 |— 69 |— 41 
Value of Construction Con- 
tracts AwardedIndex**..| 144 8 (@) + 11 @ +257 YOUNGSTOWN 
CINCINNATI Employment Indices : Aug., | 1935 
All Industries (18)..... 74 72\|+ 3)/— 1 t 25 t 15 
Employment Indices : Aug., | 1935 Manufacturing (138). 70 671+ 3 );+ 1 32 18 

All Industries (101) ..... 97 10 |+ 10 Construction (3)....... 44 53 |+ 8 8 

Manufacturing (69) . 105; 102);+ 4j);— 1/+11 |+ 8 Number of New Car Bills 

Non-Manufacturing (16) 87 2 «1 j— 1 8 of Sale Filed: 

Construction (16)...... 33 82;+ 1 8 | +122 |+ 72 Passenger Cars....... 490}; 671|— 27 |— 8 |+ 18 |+ 2% 
Retail Food Price Index. .. 80 1 + 16 17 49 68|— 28 — 34 /+ 3 
Number of New Car Bills Bank Deb‘ts Index**...... 55 56;— 3 |— + 16 |+ 18 

of Sale Filed : Failures : 

Passenger Cars....... 1,284} 1,609}; 20 |— 9 | + 2 25 Number............... 1 — — + 1%*/+ 
167 155;+ 8 +17/+ 9 Lisbitities (thous. Dol.).| 77.1) 18.4 | +476 +553 
Bank Debits Index**...... 6) I7\|— 1 —17|+ 20 |+ 14 Industrial Power Ju.y, | 1935 
| 1935 Consumption Index**... 81 6 |— —«4 — 2 
Failures: Building Oceupancy Index. | 112.7 | 112.8|—0.1 | —1.1 | + 1.6 21 
1 4* — 6*|— 24* Value of Construction Con- 
Liabilities (hous. Dol.).| 22.5) 15.4|-+ 46 — 87 |— 61 tracts Awarded! ndex** . 18 8|+ 64 |— 86 | +111 | +531 
Building Occupancy Index. | 101.4 | 101.0 | + 0.4 — +46 | + 5.0 " 
Value of Construction Con- OH1IO—Other Than Eight Chief Cities 
tracts Awarded Index**. 20 24;— 16 | + 15 |+ 18 |+ 30 
Employment Indices : Aug., | 1935 
CLEVELAND All Industries (234).... 92 91};+ 2 14 |+ 56 
Manufacturing (195)... 91 1 2 56 
Emp'oyment Indices : 1935 Construction (21)...... 76 WZi+ 5 — 2\|— 

All Industries (125) . 85 85 0oi— 1 0 t 2 Number of New Car Bills 

Manufacturing (92) . 92 91}/+ 2/;+ 8 3 of Sale Filed 

Non-Manufacturing (12) 60 8 |— 2 4,572 | 5,869|— 22 |— 11 18 

Construction (21)...... 32 6 |— 5 |+ 42 t 81 815 1 
Retail Food Price Index 75 1 + ll 15 Debits Index** 9 10 /+ 
Number of New Car Bills July, | 1935 

of Sale Filed Value of Construction Con- 

Passenger Cars....... 2,514 | 83,284|-- 28 |— 16 |— 1 |+ 20 tracts AwardedIndex**. 71 86|/+ 95 |— 10 | +184 |— 9 
26 289/— 8 + 9 0 
Bank Debits Index**...... 64;— 6 | — 11 | + 14 |4+ 14 
- July, | 1935 
Commercial Failures : . 
= & t ** Average daily values. 
Value of Construction Con- Over 1000 per cent increase. 
COLUMBUS Revised. 
Employment Indices: Aug., | 1935 | 1 Figures -) parenthesis indicate number of spestion firms in 
anufacturing 2 of new bi i 

Non-Manufacturing (4).| 78|— 3 |— 2/— 2/+ 1 

Retail rice Index. .. Sources: 

Number of New Car Bills 
of Sale Filed: Employment data based on reports from individual cooperators. 
Passengér Cars...... -| 980/1,151;— 15 |— 4 0 |+ 30 New car bills of sale filed as reported by clerks of courts of 
0.0 200000000008 116 125|— 7 —34i— 8 ties indicated. 
Bank Debits Index**...... 98|— 7 |— 8 |+ 33 | + 41 Bank debits as reported by the Federal Reserve Board. 
Gamauae Failures : Industrial power consumption data secured from local power com 
2 1*| — j— 2 panies. 
CBhous. Dol.).} 5.9) 15.6]— 62 — |}—90 |— 24 Building as indicated by the number of gas meters in 
+ | 1935 use. Source: Local gas companies. 
115.5 | 115.8);—0.3 |—0.4 |+ 38.6 | + 38.2 contracts awarded as reported by F. W. Dodge Cor 
jue nmstruction Con- 
tracts A warded Index**. 18 9/+ 47 |+19 |+ 7 |— 16 Retail f —~ prices as reported by U. S. Bureau of Labor Statistics. 
Commercial failures as reported by Dun-Bradstrest. 


SEPTE 
AKRO) 

The 
ment v 
the mo 
ust dre 
non-m% 
ment it 
ust de 
below . 
July bi 

year. 
in July 
The vs 
CANT 
Indu 
from J 
manuf 
tribute 
clined. 
bile se 
7 but A 
The 4 
sonal ; 
the sa 
CINCI 
The 
in Au 

above 
prima: 
althou 
ment. 
seasor 
autom 
more 
above 

1 per 

1934, 
and v 
The 
dropp 
from 
CLEV 
Em 
both 
contre 
consti 
great 
Ploym 
The 2 
was g 

1 per 
Prices 
11 pe 
in bat 
for tl 
year. 
July 

1934, 
COLI 
Er 
and vy 


onan | 


|= 2 


SEPTEMBER 15, 1935 


BULLETIN OF BUSINESS RESEARCH 7 


Business Conditions in the Chief Ohio Cities 


AKRON 


The 3 per cent decline in August in industrial employ- 
ment was slightly greater than seasonal and the total for 
the month was 6 per cent below August, 1934. The Aug- 
ust drop was due to declines in both manufacturing and 
non-manufacturing employment. Construction employ- 
ment increased. New passenger automobile sales in Aug- 
ust declined more than seasonally and were 14 per cent 
below August, 1934. Bank debits declined 7 per cent from 
July but increased 3 per cent from the same month of last 
year. Industrial power consumption declined 4 per cent 
in July from June and was 15 per cent under July, 1934. 
The value of construction contracts awarded dropped 9.0 
per cent from June but was substantially above July, 1934. 


CANTON (Stark County) 


Industrial employment in August increased 4 per cent 
from July and was 1 per cent above August, 1934. Both 
manufacturing and non-manufacturing employment con- 
tributed to the increase, but construction employment de- 
clined. The 21 per cent decline in new passenger automo- 
bile sales in August was slightly greater than seasonal 
but August sales were 23 per cent above August, 1934. 
The 4 per cent decline in bank debits was less than sea- 
sonal and the volume for the month was 24 per cent above 
the same month of last year. 


CINCINNATI 


There was a slight contra-seasonal gain in employment 
in August and the total for the month was 10 per cent 
above the same month of last year. The gain was due 
primarily to the increase in manufacturing employment, 
although there was a slight gain in construction employ- 
ment. Non-manufacturing employment declined more than 
seasonally. The 20 per cent decline in new passenger 
automobile sales in August from July was substantially 
more than seasonal, but the August total was 2 per cent 
above August, 1934. Retail food prices in August gained 
1 per cent from July and were 16 per cent above August, 
1934. Bank debits in August declined less than seasonally 
and were 20 per cent above the same month of last year. 
The value of construction contracts awarded in July 
dropped as compared with June, but increased 18 per cent 
from the same month of last year. 


CLEVELAND 


Employment in August was substantially unchanged 
both as compared with July and with August, 1934. The 
contra-seasonal August increases in manufacturing and 
construction employment were offset in the total by the 
greater-than-seasonal decline in non-manufacturing em- 
ployment, which dropped 11 per cent below August, 1934. 
The 23 per cent decline in new passenger automobile sales 
was greater than seasonal and the total for the month was 
1 per cent under the same month of last year. Retail food 
Prices dropped 1 per cent in August from July but were 
ll per cent above August, 1934. The 6 per cent decline 
in bank debits was less than seasonal and the total volume 
for the month was 14 per cent above the same month last 
year. The value of construction contracts awarded in 
~ both as compared with June and with July, 


COLUMBUS 


Employment in August dropped 3 per cent from July 
and was 9 per cent below August, 1934. Declines in both 


manufacturing and non-manufacturing employment ac- 
counted for the August drop. Construction employment 
increased. Retail food prices in August were up 1 per 
cent from July and 15 per cent from August, 1934. New 
passenger automobile sales in August were 15 per cent 
under July and were substantially the same as in August, 
1934. Bank debits in August declined less than seasonally 
and were 33 per cent above the same month of last year. 
The value of construction contracts awarded in July in- 
creased both as compared with June and with July, 1934. 


DAYTON 


There was a contra-seasonal gain of 2 per cent in em- 
ployment in August from July, but the August total was 
7 per cent below the same month of last year. Manufac- 
turing and non-manufacturing employment gained during 
the month, but construction employment dropped. The de- 
cline in new passenger automobile sales was somewhat less 
than seasonal and the total for the month was 22 per cent 
above the same month of last year. Bank debits declined 
more than seasonally but the August total was 17 per cent 
above August, 1934. The value of construction contracts 
awarded in July declined both as compared with June and 
with July of last year. 


TOLEDO 


The 8 per cent decline in employment in August was in 
line with the usual seasonal movement and the August 
total was 2 per cent above the same month of last year. 
The decline in manufacturing employment was slightly 
less than seasonal, while the decline in non-manufacturing 
employment was contra-seasonal. Manufacturing employ- 
ment was 7 per cent above the same month of last year; 
non-manufacturing employment was 16 per cent below the 
same month of last year. There was a contra-seasonal in- 
crease in bank debits in August and the volume for the 
month was 6 per cent above the same month of last year. 
The value of construction contracts awarded in July de- 
clined both as compared with June and with July of last 
year. 


YOUNGSTOWN 


Employment in August gained 3 per cent from July and 
25 per cent from August, 1934. Increases of greater-than- 
seasonal proportions were recorded in both manufacturing 
and construction employment. The 27 per cent decline in 
new passenger car registrations was substantially more 
than seasonal, but sales for the month were 18 per cent 
above the same month of last year. Bank debits dropped 
slightly from July but were 16 per cent above August, 
1934. The value of construction contracts awarded in 
July increased both as compared with June and with July, 
1934, 


OH1IO—Other Than 8 Chief Cities 


Employment in the State outside the 8 chief cities gained 
1 per cent in August from July and 14 per cent from 
August, 1934, The August gain was due to increases in 
both manufacturing and construction employment. New 
passenger automobile sales dropped 22 per cent from July 
but were 18 per cent above August, 1934. Bank debits 
declined less than seasonally and were 10 per cent above 
August of last year. The value of construction contracts 
awarded in July increased substantially both as compared 
with June and with July, 1934. 
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Ohio State Bank Ratios 1920-1925 2 


(Continued from Page 3) § 


creased slowly but steadily from 1923 to 1929, and decid- 
edly thereafter. In 1935, real estate loans represented 54 
per cent of all loans. 

The increase in the ratio of real estate loans to total 
loans can be explained in part by the very rapid decline 
in other than real estate loans and, in part, by the shift in 
the composition of the deposits. The decreasing proportion 
of demand deposits to gross deposits has made possible the 
investment of the increased time deposits in real estate 
loans and other assets where liquidity is not a significant 
factor. At the same time, time deposits involve interest 
expense, and competition with building and loan associa- 
tions for deposits has affected the earnings of state banks. 

The relationship of loans to capital investment is one of 
the tests of the credit policies of a bank. An unusually 
large volume of loans in relation to invested capital indi- 
cates excessive lending, whereas an unusually low ratio 
indicates low earnings because of the small volume of 
loans. Credit expansion in Ohio state banks as evidenced 
by this ratio has been greater than in national banks in 
the country as a whole. In 1927, loans were 6 times the 
capital investment in Ohio state banks and 4.3 times the 
capital investment in national banks. National banks 
were actually reducing loans relative to capital investment 
while Ohio state banks were increasing them. The ratio 
for state banks has declined almost 50 per cent since 1927, 
but it still remains in excess of the ratio for national 
banks. 

From the depositor’s point of view liquidity ratios are of 
great interest because they indicate the degree of protec- 
tion and availability that has been given to his funds. A 
commonly accepted standard of sound banking is that a 
bank should keep 15 per cent of its deposits in primary re- 
serves. The liquidity ratio of cash and due from banks to 
gross deposits did not change much from 1920 to 1982 in 
Ohio state banks, but from 1932 to 1935 it increased from 
15.8 per cent to 25.3 per cent. This increase reflects the 
“liquidity complex” of recent years—the unwillingness of 
banks to loan, and the unwillingness of borrowers to make 
new commitments. The decrease in the percentage of earn- 
ing assets to gross deposits can be explained by the in- 
crease in the above ratio. 

The ratio of deposit liability to capitalization has long 
been used as a test of the safety and earning power of 
banks. The rule of thumb has been that under usual con- 
ditions city banks should not have deposits greater than 


10 times their capitalization and that. for country bankg 
the ratio should be lower. The minimum ratio has beeg 
thought to be about 4 or 5 to 1. These limits are generalp 
zations of course and in individual cases the ratio may 
go to 20 or more to 1, depending upon the liquidity of the® 
assets and the characteristics of the deposits. Obviously, 
a high ratio means that the funds of the stockholder 
are being used more effectively and the possibility of g 
higher return is enhanced, but this may be at the risk of 
the depositor’s funds. A low ratio means that a bank i 
conducting too small a volume of business to be profitablé 

The trend of the ratio of deposit liability to capitalizg 
tion for Ohio state banks has been downward since 1927 
because of withdrawals of deposits. The increase in the 
ratio from 1922 to 1927 was caused by a relatively greater 
increase in deposits. A comparison with all the national 
banks in the United States shows a definitely higher ratis 
for the state banks for all years in the period 1920 to 198% 

The question of stockholders’ equity has brought about 
much discussion in recent years and the charge has beeg 
made that banks and building and loan associations have 
not maintained enough equity to give the depositors § 
proper margin of safety. The Banking Advisory Board i§ 
its report to the Governor in 1934 recommended that bankg 
be required to maintain a ratio of capital, including de 
bentures and surplus, to deposits of not less than 1 to 1@ 

The ratio of banking house and fixtures to capital, suf 
plus, and undivided profits indicates the proportion of ne 
worth represented by fixed assets. Banks are different 
from public utilities, railroads, and manufacturing com 
cerns in that they have a small proportion of their ne@ 
worth tied up in fixed assets. This makes for greater pre 
tection to the depositors and increases earning assets # 
the benefit of the stockholders. 

The standard most frequently stated for this ratio # 
that not more than 30 per cent of capital funds or 3 pe 
cent of deposits should be invested in building and fix 
tures. The experience of Ohio state banks shows that the 
ratio increased from 21.4 per cent in 1920 to 29 per cent 
in 1982. Since 1982 the percentage has declined. The 
Banking Advisory Board also recommended in 1934 that 
no bank should be permitted to invest more than a defm 
nitely prescribed percentage of its capital stock in banking 
house and fixtures, although no exact figure was given. 

J. M. WHITSETT 
Department of Economics, The College of Commerc 


The Trend of Business| 


(Continued from Page 1) 


loans for industrial purposes in August although the in- 
crease of 1 per cent is so small as to suggest chance rather 
than the beginning of a trend. However, there was also an 
increase of 2 per cent in the investments of reporting mem- 
ber banks in other than government securities which is 
likewise grounds for encouragement. Interest rates con- 
tinued to remain at record low levels—call money and time 
money rates remained practically unchanged during the 
month at one-fourth of 1 per cent, and the commercial 
paper rate on 4 to 6 months paper averaged 1 per cent. 
For the week ending September 4, loans on securities by 
member banks declined 1 per cent from the corresponding 
week of August and were 8 per cent below the same period 
of 1934. Loans to brokers in New York City for the week 
ending September 4 dropped 1 per cent from the cor- 
responding week of August but were 26 per cent above a 


year ago. The fact that brokers loans in New York Cif 
for the 8 months of this year to date are only about 2 pe 
cent above the same period of last year indicates that tht 
recent stock market upswing has not been altogether spet 
ulative in character. 

Stock prices continued to advance during August with 
only minor interruptions. The index of 421 stocks comm 
bined gained 5 per cent and was 32 per cent above Auguit 
last year. The percentage gain in the rails and in the utif 
ities was greater than in the industrial stocks in August 
industrials having averaged a gain of 5 per cent as comm 
pared with a gain of 10 per cent for 33 rail stocks and @& 
7 per cent for 37 utilities. Bond prices were down slight] 
in August but were above the same month last year. : 

Viva Assistant Editor. 

Sept. 25, 1935. 
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